Aid and Trade — Party Views 


by Richard N. Gardner 


Whether Richard M. Nixon or John F. Ken The hints are particularly able in the 
nedy wins in November, one thing is virtually held of foreign aid. The I s pledge 
certain—there will be no turning back from themselves to “revamp 
the moderately liberal aid and trade policies ectives, emphasis an 
pursued by the United States since the end of aid program. They fix 
World War II. A more interesting question growth rate in per capita in 
is whether the next Administration will lead developed countries as the 
us on to new policies needed to strengthen the tive of American policy. WI 
economy of the free world. quotes no specihc aid hngures 
One of the most striking things about the this goal would probably req 
1960 platforms and candidates is the similar of Western aid, with something 
emphasis which both sides place on foreign a year in additional assistance 
economic policy. Democrats and Republicans the United States 
alike assert that the Communist challenge is The Democratic platform a 
economic and political as well as military; emphasize economic rather 
that the less-developed countries are swept by and to put the aid program 
a “revolution of rising expectations”; that the basis to permit more effect 
United States should find ways to identify better planning by recipient 
itself with this revolution; and that the proper larger and long-term econor 
aim of our aid and trade policies is not to buy Democratic plattorm follows 
friends but to provide the economic basis for ready made in and out of Cong 
freedom throughout the world. Kennedy himself, by Re pres¢ 
Will the winning party simply continue Bowles and by Senator J. W. I 
existing policies or will it lead us on to new New approa hes to foreig 
and bolder programs? Here the evidence be found also on the Republican 
comes confused. But there are hints on both form recounts such innovatio1 


sides that new developments may be in order. hower Administration as 


3EPTE 


NEW YORK 17, NEW YORK 


Loan Fund, the Inter-American 
Development Bank, and the Inter- 
national Development Association. 
It promises the “further evolution” 
of these programs. Most significantly, 
it proposes that the United States 
should encourage the countries of 
Latin America, Africa, the Middle 
East and Asia “to initiate appropri- 
ate regional groupings to work out 
plans for economic and educational 
development” and pledges American 
support for such efforts through 
loans and technical aid. President 
Eisenhower's new program of aid 
for Latin America is cited as one 
example of things to come. 

This section of the Republican 
platform is a watered-down version 
of the extraordinary proposal con- 
tained in the joint statement by 
Nixon and Governor Nelson A. 
Rockefeller of July 23 that the Unit- 
ed States should “promptly lead to- 
ward the formation of . . . confedera- 
tions in the North Atlantic com- 
munity and in the Western Hemi- 
sphere.” Governor Rockefeller had 
explained earlier that his plan for 
“confederations” involved not mere- 
ly a “Marshall Plan for Latin Ameri- 
ca” but ultimately a free trade policy 
by the United States toward its West- 
ern partners. Unlike the Nixon- 
Rockefeller proposal, the Republican 
platform only advocates the encour- 
agement of regional groupings by 
others, not our participation in them. 

Intimations of something new may 
also be found in the Democratic 
party's position on foreign trade. The 
Democrats have produced the most 
liberal 


uncompromisingly foreign 


trade plank in modern political his- 


tory. They term world trade “more 
than ever essential to world peace” 
and promise to expand it “in every 
responsible way.” They propose to 
deal with rising imports not with 
more import restrictions (as sug- 
gested in their 1956 platform), but 
by a trade adjustment program to 
assist workers, producers and com- 
munities to shift to more efficient 
lines of production, This adjustment 
program, which Senator Kennedy 
has already proposed in the form of 
legislation, would include such fed- 
eral measures as direct loans, tax in- 
centives, defense contract priority 
and retraining assistance, and would 
be part of a broader federal program 
dealing with depressed areas in the 
United States generally. 

If the Republicans had endorsed 
Rockefeller’s views on “confedera- 
tions,” we would have witnessed the 
remarkable spectacle of a one-time 
high-tariff party plumping for the 
ultimate achievement of free trade. 
In fact, the platform follows a more 
conservative path, stressing the 
“gradual, selective—and truly re- 
ciprocal—reduction of unjustifiable 
barriers” under the Trade Agree- 
ments Act. Furthermore, it makes a 
point of urging “effective administra- 
tion of the act’s escape clause and 
peril-point provisions to safeguard 
American jobs and domestic indus- 
tries against serious injury.” 


Uncertain Guides 


Campaign literature, of course, is 
an uncertain guide to what a politi- 
cal party will do in power. Whether 
the Democrats or Republicans would 
actually deliver bold new aid and 


trade programs turns on two main 
imponderables. The first is the quali- 
ty of Presidential leadership. The 
Congress contains many members of 
both parties who oppose any liberal 
innovations in foreign economic poli- 
cy—some of them think our pro- 
grams are far too liberal already. 
Strong and skillful leadership will 
be required to put through a bigger 
foreign aid effort and significant re- 
ductions in trade restrictions. 

The second imponderable stems 
from the internal inconsistencies in 
the basic philosophies of the two 
parties. The Democrats are promis- 
ing cheap money and new federal 
aid for American labor and farm 
groups. But if our interest rates, costs 
and prices are determined in isola- 
tion from world market forces, the 
resulting payments deficits and farm 
surpluses will force us inevitably to 
adopt import restrictions. 

The Republicans, for their part, 
place primary emphasis on private 
enterprise and seek to minimize the 
role of the federal government. But 
a major role by the United States and 
the recipient governments is an es- 
sential element in any foreign aid 
program. If the Republicans wish to 
rely almost entirely on private enter- 
prise, they will fail to meet the Com- 
munist challenge in the underdevel- 
oped world. 

As C. L. Sulzberger put it in his 
New York Times column of August 
3: “Both parties seem agreed that 
foreign policy is the main issue of 
this year’s election, but there is no 
widespread understanding of what 
this really means. To a degree not 
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WASHINGTON NEWSLETTER 


~% Disarmament Negotiations Stalled 


At the moment the world is nearing 
the end of a phase in disarmament 
talks that began a little over a year 
ago. The Big Four foreign ministers 
(meeting in Geneva during August 
1959) set up a Ten-Nation Commit- 
the 
United Nations, but closely tied to it. 

Soviet Nikita S. Khru- 
shchev then made the first move by 


tee on Disarmament outside 


Premier 


dropping a disarmament plan into 
the lap of the UN General Assembly 
in a speech at the UN in New York 
on September 18, 1959. That plan 
called for general and complete dis- 
armament to be carried out within 
a four-year period. It was practically 
devoid of any control measures or 
means of reaching the objectives 
outlined. 

On March 15, 1960, the Geneva 
Conference of the Ten-Nation Com 
mittee on Disarmament met and, to 
no one’s surprise, the Communist 
Khru 
shchev’s plan as outlined to the UN 


five-nation bloc introduced 
General Assembly. The Western five 
powers countered on March 16 with 
a three-stage plan, released two days 
earlier, containing detailed specific 
effective 


measures operating under 


international control. For three 
weeks each side probed the other’s 
position. 

Moscow complained that the 
West’s five-nation plan did not pro- 
vide for total elimination of all 
means of warfare, did not set a fixed 
time and lacked concrete measures. 
The West complained the Soviet 
plan did not contain any specific 
measures, had unrealistic time limits 
and avoided early contro] measures. 

At that point it became obvious 
the talks 


Then the Soviets took a new tack. 


were getting nowhere. 


On April 8 they came up with a 
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paper on five “basic principles of 
general and complete disarmament.” 
In studying it the West concluded 
the paper was only a rehash of Khru 
shchev’s UN Assembly plan, and in 
effect a step backward. 

To break like a 
deadlock, the allies, on April 26, 


what seemed 
came up with a “statement of condi 


tions” for disarmament, but the 
Soviets showed no more interest in 
the than 


West had in theirs of. April 8. 


new Western paper the 
On April 29 the conference re 
cessed in anticipation of the summit 
meeting in Paris on May 16 and new 
heads-of-government instructions. 
But pilot Francis Gary Powers 
and the U-2 changed all that, and 
Premier Khrushchev torpedoed the 
Paris summit with all the calculated 


frenzy he could generate. 


Talks Reconvened 
However, the ten-nation disarma 
ment talks reconvened June 7, and 
the took 


pressing forward a new plan they 


Soviets the initiative by 
had announced a few days earlier. 
Among other things it called fos 
elimination of the means of delivery 
of nuclear weapons, as well as liqui 
dation of overseas bases. 

The West found these proposals 
quite unacceptable since bases around 
the Communist bloc form a principal 
part of Western deterrent power. 
Nonetheless the West spent weeks 
urging the Soviets to spell out ex 
actly what was meant, but finally 
concluded the new Soviet paper was 
only a change in format, keeping 
of the 


ceptable concepts of Moscow’s earlier 


most unrealistic and unac 
paper. 

Todprevent a breakdown, and as 
the Soviet delegation had refused to 


discuss the allies’ proposals of March 
14, the United States representative 
flew home June 17 for consultations. 
He returned to Geneva and, on June 
27 as talks opened, notified the Soviet 


delegate that he had new United 
States proposals to present. Moments 


Valerian A. 


conference that 


later, Soviet delegate 
Zorin informed the 
the Soviets were breaking off nego 


W alked 


lite-country 


out, fol 


dele 


tuations; he then 
lowed by the sate 
gates. 

Premier Khrushchev, it developed, 


had 
Western 


the 
talks off for 
West's 


as he rudely put it. He 


already sent messages to 
hve calling 
“lack of good faith” on the 
then 
UN Gen 
the place tor fu 
The West 

Kremlin 


was through with serious negotiation 


part, 


announced the 82-nation 


eral Assembly was 


ture disarmament talks. 


conclude the 


could only 
ind interested only in propaganda. 
Since then two fu 


h ince 


rther things have 
occurred to en that conclusion. 
Premier Khrushchev has called for a 
UN General Assembly summit of 82 
heads of government to discuss dis 
has indicated he in 


S.S.R. tried 


rmament, and 


tends tq show up. The | 
to organize a boycott of 


of UN’s special Dis 


an 82-nation 
meeting 


armament Commission, called by the 


United States on August 16, only to 


| ] } 
find it had no backers but its satel 


lites. After three days the commis 


sion unanimously called for “the 


earliest possible continuation” of 
great power negotiations, 


The 


shchev. 


Khru 


however, 


next 


World 


move 1S up to 
opinion, 

shows signs of getting fed up with 
his penchant for propaganda and dis 
interest 1n serious negotiations. 


NEAL STANFORD 


fel 


FOREIGN POLICY SPOTLIGHT 


The World: New, Newer, Newest 


Lisson—The French weekly, L’Ex- 
press, in its issue of August 4, car- 
ried on the front page a photograph 
of Dag Hammarskjold, secretary- 
general of the United Nations, with 
this quotation from Goethe: “Here 
and today begins a new era of the 
history of the world and you will be 
able to say that you have been in it.” 

This is indeed a thought to stir 
man’s minds and hearts. And in our 
times, when some who are faint- 
hearted foresee unspeakable disasters 
for humanity, it is well to remind 
ourselves of the accomplishments of 
today and of the capacity of mankind 
throughout history to renew its 
visions, to discover ever new hori- 
zons, 

The theme of recurring renewal 
was brought vividly to mind by the 
four-day visit to Portugal of Presi- 
dent Juscelino Kubitschek of Brazil, 
who participated in solemn cere- 
monies commemorating the Sth cen- 
tenary, 1460-1960, of the death of 
Prince Henry the Navigator. Among 
other events of this commemoration 
was the gathering of naval units of 
14 nations, including Brazil, off the 
promontory of Cape St. Vincent, 
“the southwest corner of the Iberian 
peninsula, and of Europe.” Here, on 
the headland of Sagres, as Garrett 
Mattingly writes in his stirring book, 
The Armada, “the monkish, vision- 
ary prince, Henry, called ‘the Navi- 
gator,’ once sat, staring out at un- 
known seas. He built here, on the 
roomy little plateau guarded by pre- 
cipitous cliffs, the oldest buildings 
that Drake found, his residence and 
the accommodations for his library, 
his astronomers and his seamen, the 
Vila do Infante. On this bare cliff 
top were hatched the schemes that 
were to open for Europeans the sea 


road to the fabulous East and to con- 
tinents undreamed of. In a sense all 
Francis Drake’s exploits in the world 
up to that moment were just one of 
the minor by-products of Prince 
Henry’s dream.” 

When Drake raided Sagres in 
1587 he carried away its guns on 
his ships and “set fire to all the 
buildings within the enclosure, leav- 
ing them blackened roofless shells, 
Prince Henry’s hall and bower and 
library among the rest.” This seemed 
the end of an era—as indeed it 
proved to be when the English, a 
year later, defeated and scattered the 
mighty Armada which Philip II of 
Spain had assembled from the Iberi- 
an peninsula. 


Welcome to Kubitschek 


Yet over the weekend of August 
7 (400 years later) 14 nations saluted 
the memory of the monkish dream- 
er-prince. And, most impressive of 
all, the central figure in this celebra- 
tion was the son of a poor Portu- 
guese settler in Brazil, a man who 
struggled hard to obtain an educa- 
tion, who became not only a leading 
surgeon but the president of a na- 
tion of 63 million, once a wealthy 
part of little Portugal’s overseas em- 
pire, now independent for well over 
a century. The Portuguese, with 
their centuries-old traditions of feu- 
dalism and monarchy jubilantly wel- 
comed the visit of a son of emigrants, 
“a man of the people,” as the news- 
papers kept repeating, and took pride 
in the existence of a “Lusitanian 
community” between the erstwhile 
mother country in Europe and the 
rich, dynamic new nation in the 
Western Hemisphere. 

As Kubitschek, unassuming, full 
of energy, with an obvious gift for 
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feeling at ease among people, moved 
through wildly cheering crowds in 
Lisbon, in the ancient university 
town of Coimbra, in the bustling in- 
dustrial town of Oporto, he empha- 
sized the contribution of the Old 
World of Europe through the dis- 
covery of the New World, and the 
contribution, in turn, of the New 
World to the renewal of the Old 
World. Here were point and coun- 
terpoint: the new “roads of the sea” 
discovered by Prince Henry, his 
contemporaries and his successors, 
among them Vasco da Gama, an- 
other Portuguese hero; and the 
building of the new capital, Brasilia, 
in the jungle where, as Kubitschek 
put it, no man had ever set foot be- 
fore. Thus no dream really dies. 
Sooner or later it inspires newer 
dreams which, in turn, if wisely in- 
voked, revitalize the old. 

But this renewal is not automatic. 
It requires acceptance of the fact 
that the human condition cannot be 
static, that it is subject to change— 
and it requires understanding of the 
circumstances which in any given 
period of history bring change into 
being. It is not easy for long-estab- 
lished societies to undergo political, 
economic and social transformations 
—and this is particularly true when 
transformations are taking place at 
jet speed. It is often hard to face the 
future, at home or in lands under 
colonial rule, when, to quote Pre- 
mier Ant6nio de Oliveira Salazar of 
Portugal, once a professor of eco- 
nomics at the University of Coimbra, 
“so many things which seemed 
sacred or eternal are being dispersed 
or dissolved in a sea of revolt which 
is the world of today.” 

Yet what would have happened 

(Continued on page 8) 
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U.S.-Cuban 


& 4 Problems: 


Four Views 


U.S. Note to 


Alfred E. Ka 


Departme nt 


Harolds 


proctor Sin 


U.S. Note to Cuba 
Text of the United States note to 
Cuba delivered by Ambassador Phil- 
ip W. Bonsal, July 16, as reported in 
The New York Times: 


I have the honor to refer to the law 
issued by the Council of Ministers of 
the government of Cuba on July 6, 
1960, which is entitled the “Nation 
alization Law” and which applies 
exclusively to nationals of the United 
States who own property in Cuba. | 
have been instructed by my govern- 
ment to emphasize to your Excel- 
lency that the government of the 
United States considers this law to 
be manifestly in violation of those 
principles of international law which 
have long been accepted by the free 
countries of the West. It is in its es- 
sence discriminatory, arbitrary and 


confiscatory. 


The Nationalization Law is dis- 
criminatory in that it is specifically 
limited in its application to the seiz- 
ure of property owned by nationals 


of the United States. 


It is discriminatory because it was 
admittedly enacted in retaliation for 
recent actions by the Congress and 


President of the United States to 


assure the needs of the sugar-con- 


suming public of the United States. 
These actions were required because 
of the publicly stated intention of the 
government of Cuba to reduce its de- 
pendence on sugar concomitantly 
with its efforts to enlarge sales of 
sugar in newer markets and to alter 
radically its traditional pattern of 
trade with the United States. More- 
aver, the hostile attitude toward the 
United States so often expressed by 


the present government of Cuba has 
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made abundantly clear the economic 
imprudence of relying on Cuba for 
a very high proportion of the United 
States need for this important com 
modity. 

The Nationalization Law is both 
arbitrary and confiscatory in that its 
provisions for compensation fo 
property seized fail to meet the most 
minimum criteria necessary to assure 
the payment of prompt, adequate 
and effective compensation and in its 
specific prohibition of any form of 
judicial or administrative appeal 
from the resolutions of the expro 
priating authorities. 

I have been instructed by my gov 
to Your Excel 


ernment to convey 


lency a most solemn and serious 


pre 
test against this hostile measure. I am 


Your 


Excellency that should this law be 


further instructed to inform 


employed by the government of 
Cuba to seize properties of American 
nationals, it will be viewed by the 
government of the United States as 
confirmation 


further evidence and 


ofa pattern of economic and politic al 
aggression against the United States 
under the guise and pretext of accel 
erating the social and economic prog 


ress of the Cuban people. 


Standard Oil Company 
(New Jersey) 


Statement of the company, released 
on July 1, regarding “intervention’ 
of Essosa, its affiliate in Cuba 

Since there is virtually no oil pro 
duction in Cuba itself, our affiliate 
operating in that country has for 
many years obtained crude oil for its 
refinery from Creole Petroleum in 
Venezuela. 


For well over a year Essosa has 


William L. Standard, o/ 


and 


Cuba 


Standard Oil Company (New Jersey) 


hn, professor and chairman of the 
of Economics at Cornell University. 
Weisberg, 


ounseiors at 


Standard 


Malament, law, 


{dmiralty 


experienced difficulty in obtaining 


the foreign excl necessary to 


pay for the crude oil it imported. 


Essosa maintained shipments, how 


ever, with the company itself pro 


viding the exchange until such time 


as the government would be able to 


make payment. Our supplies of oil 


to Cuba have never broken down 


even in periods of the Suez 


} 


snor 


war, 
crisis, tanker tages or other dif 
ficulties. 

In April of this year the Cuban 
government informed Essosa that 
foreign exchange for the payment of 
current shipments would be made 
available within 90 days after such a 


shipment arrived at a Cuban port. 


$26 


owed to Essosa’s sup 


Exchange totaling more than 


million is now 

' , 
pliers, over half of it for deliveries 
made last year. Moreover, even since 
the government 


90 day 


agreed to go on a 
basis 


$4 


for current shipme nts, 


nearly million has accrued and 


remains unsatished. 
In 


recently 


view of this situation, Essosa 


| 
by Creole 


was ink rmed 
Petroleum that the latter felt unabl 


to continue sending crude oil to Es 


sosa’s refinery Havana except for 


payment in advance. Inasmuch as the 


1 


government will not sell exchange to 


Essosa for pesos, the company is un 
able to offer such advance payment. 
Thus on purely economic grounds 
Essosa was forced to suspend imports 
of crude oil with which to keep its 


refinery running 


In addition to the arrangement 


made by the Cuban government in 


April, Essosa received a letter from 
the National Bank of Cuba on May 
17, setting forth five proposals four 


of them having to do with payment 


of the substantial foreign exchange 
due, and the fifth referring to the 
agreement entered into by Cuba and 
the U.S.S.R., as one result of which 
the Cuban government expected to 
import crude oil from Russia. 

This last proposal stated that each 
of the three major refineries estab- 
lished in the country would be fur- 
nished 300,000 tons of this Russian 
crude over the rest of the year at a 
price to be agreed on. The amount 
stated—equivalent to about 11,000 
barrels per day for each company— 
comes to about half of Cuba’s petro- 
leum consumption. 

On June 6, Essosa replied that it 
accepted the proposals dealing with 
liquidation of exchange balances but 
that it was unable to accept the pro- 
posal to substitute Russian oil for 
Venezuelan oil in its refinery. Essosa 
has customarily obtained crude oil 
for its refinery in Havana from 
Venezuela and to accept the 300,000 
tons of Russian crude would have 
necessitated cutting back by that 
amount on Venezuelan oil. 

Just in the past few years the com- 
pany has invested some $30 million 
in modernizing its refinery and ex- 
panding the capacity from 9,000 to 
35,000 barrels daily. This investment 
was made in expectation of continu- 
ing its customary freedom to select 
sources of imported crude. It was 
certainly not made with any thought 
that the company would be forced 
to buy crude oil from Russia for 
running through its equipment. 

We emphasize that our position in 
this matter does not evidence lack of 
a cooperative spirit toward the Cu- 
ban people. The request, however, 
appeared to us unreasonable. 

Despite Essosa’s acceptance of the 
government's proposals with respect 
to liquidating the exchange balances 
due, no exchange has been made 
available, even though published 
statements by Cuban officials have 
indicated that the country’s reserves 


of foreign exchange have been in- 
creasing. 

Our affiliate has been established 
in Cuba for 78 years. It has made 
substantial investments in the Ha- 
vana refinery as well as in marketing 
and other installations. These invest- 
ments have been made in the expec- 
tation of processing crude oil from 
accustomed sources. Cutting off such 
sources in order to make room for 
Russian crude would work hardship 
upon countries, such as Venezuela, 
whose economies depend heavily up- 
on their market for raw material. 

The law cited by the government 
as requiring that refineries in Cuba 
give preference to oil of the govern- 
ment, when read in its full context, 
refers clearly to oil produced in Cuba 
itself if oil were to be discovered 
there in commercial quantities—not 
to oil imported by the government. 

Throughout its years of existence, 
Essosa has contributed in an im- 
portant way to the Cuban economy. 
We deeply regret the action that the 
Cuban government has taken. Our 
affiliate has provided employment for 
over 1,000 Cubans. The payroll, in- 
cluding the cost of employee benefit 
programs, runs to over $5 million a 
year. 

Of the employees, there are 33 
who have worked for the company 
for 40 years or more; 149 with 30 
years or more of employment, and 
370 with over 20 years. The remain- 
ing employees average 15 years of 
service. 


Alfred E. Kahn 


Letter from Professor Kahn to The 
New York Times, /uly 10, reprinted 
with permission from that news- 
paper and the author. 

Now that President Eisenhower has 
slashed the Cuban sugar quota for 
the remainder of 1960, it may be too 
late to halt the deterioration of rela- 
tions between our two countries into 
open economic warfare. In contrast 
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with the admirable restraint 


government has shown until now in 


our 


the face of uncompensated expro- 
priations and other provocations, the 
President’s action can only be inter- 
preted as an imposition of economic 
sanctions. Now, presumably, it is 
Premier Castro’s turn. 

In appraising our new course, the 
world will want to know why we 
took this new step, unilaterally, less 
than two weeks after having taken 
our case against Cuba to the Organi- 
zation of American States. The Presi- 
dent’s proffered explanation, that 
Cuba has by her actions cast doubt 
on her reliability as a source of sup- 
ply, is unconvincing in purely eco- 
nomic terms. 

Cuba has already fulfilled some 
three-fourths of her 3.1 million ton 
quota for 1960, and has been rushing 
additional shipments in anticipation 
of this move; her annual production 
in recent years has run at about twice 
that level, and would have been high- 
er had there been a sufficient market. 
And the President offers no convinc- 
ing reason for expecting Cuba to 
divert sales in the future from the 
highly remunerative, protected 
American market except to the ex- 
tent we force her to. 

The suspicion will be very strong 
that our action was in reprisal for the 
Cuban government's seizure of the 
Esso and Texas Company petroleum 
refineries. It is this possible explana- 
tion that I ask your permission brief- 
ly to discuss. 

Cuba seized the refineries because 
they refused to process oil that they 
do not themselves produce. Yet this 
is very much like what we demand 
of American oil companies. 

When our leading producing states 
drastically curtail production allowa- 
bles, as they have since early 1957, 
they force integrated domestic re- 
finers to purchase from others at 
artificially sustained prices crude oil 
that they could otherwise produce 
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for themselves—at a cost, several of 
them have complained, of millions 
of dollars a year. And when the Fed- 
eral government subjects imports of 
crude oil to quota restrictions, it 
places a similar burden on refiners 
with their own low-cost foreign pro- 
duction capacity. 

Venezuelan oil costs dollars. The 
Russian oil comes in barter for sugar. 
Since our import quotas on sugar 
limit the amounts Cuba can sell to us 
for dollars, and force it to market 
its surplus on a world market dras- 
tically constricted by such protection- 
ist policies, it hardly behooves us to 
berate the Cubans for having aban 
doned free trading principles in 
bartering sugar for Russian oil. 

One may of course question the 
economic wisdom of these policies, 
just as one may argue about the 
merits of our own production and 
import controls on both oil and 
sugar; but—speaking not as an ex- 
pert in international law but as an 
economist—it is difficult for me to 
see how any sovereign government 
can be denied the right to ration its 
scarce foreign exchange, any more 
than it can be denied the right to 
limit production in the name of con- 
servation, or imports in the name of 
national defense. 

If individual American refiners re- 
fused to operate on purchased oil, it 
is unlikely we would expropriate 
them. But it is interesting to specu- 
late what we would do if we were 
dependent on three refineries for al- 
most all our supplies of refined prod- 
ucts, as in Cuba, and all three did so. 

I intend no criticism of the course 
chosen by the companies involved. It 
is well known, as J. H. Carmical has 
several times pointed out in The 
Times, that profits in the world oil 
business are earned at the production 
end, and that refineries and market- 
ing facilities are justified mainly as 
means of assuring profitable outlets 
for one’s own crude oil. 
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Esso and Texas, already creditors 
of Cuba by more than $50 million 
for past imports of crude oil, were 
not necessarily unwise to have risked 
expropriation rather than take the 
unprofitable course prescribed for 
them by the government. It does not 
follow that we are on strong eco 
nomic or moral grounds using or 
seeming to use the inevitable Cuban 
response to their refusal as a justifica 
tion for tightening the screws of an 
already indefensible sugar import 
policy. 

The primary considerations under 
lying our action are of course pri- 
marily diplomatic and strategic. But 
as a layman I would be interested in 
having our government explain how 
this move is expected to halt Cuba’s 


drift toward communism. 


William L. Standard 


A member of the American branch 
of the International Law Association 
gives his views as follows: 

It is submitted that what has hap 
pened in Cuba is the first manifesta 
tion of the fundamental changes in 
society that have been taking place 
since World War II in vast sections 
of the world. The concept of na 
tionalization has been used as an in 
strument for social, economic and 
political change. Eastern Europe, In- 
donesia and Egypt effected changes, 
and, in each instance, against the 
wishes of those who wanted to main 
tain the status quo. These changes 
were violent, and it is to be hoped 
that in the Western Hemisphere 
bloodshed can be avoided. 


The 


tion, at its September 1958 confer 


International Law Associa 
ence in New York, adopted Lord 
McNair’s resolution on nationaliza 
tion, and continued the considera 
tion of the resolution at the meeting 
of the Association in Hamburg this 
past August. The heart of the Mc- 
Nair resolution provides (a) that 
a state may take the property of 


an alien if “it can show that the tak- 
ing is necessitated by some dominat- 
(b) that 


ing public purpose” and 


there shall be full compensation as 


agreed “between the state and the 
alien or, in the event of dispute, by 
an international authority possessing 
Lord McNair of 
the 


C ompetence. 


Britain relied on doctrine of 


pacta sunt servanda (respect for 
rights acquired by contract). 

But it should be noted that 

1. The rapporteur on nationaliza- 
tion to the conference referred to the 
views of the highly regarded Institut 
de Droit International and stated in 
“In 


members of the 


part: those discussions even 


institute coming 
trom capital exporting countries, and 
not suspect to any leanings towards 
Marxist ideologies, did advocate the 
view that, in case of nationalization, 
foreign investors would have to be 
content with less than full in 
lemnity.” 

2. Another delegate expressed the 
view that the taking of alien inter 


ests must be 


accompanied by full 
compensation, and that it was his 
view that “adequate, prompt and 
effective compensation” should be 
made. 

3. Professor Philip C. Jessup of the 
United States observed, when dis 
cussing the doctrine of pacta sunt 
servanda, that “all legal systems pro 
vide for property rights of one kind 
or another and, therefore, for their 
protection. The international prob 
lem might be seen as one of pro 


cedure rather than as one of sub 
stance. During the 19th century there 
had been procedural abuses where 
strong states had abused their power 
Such 


abuses tended to make some writers 


in behalf of their nationals. 
believe that the fault was with the 
underlying substantive law, which 
was not correct.’ 

4. Yet another. delegate made the 
following observation: “Is it realistic 


to expect those nations which have 


attained their political independence 
after many years of effort and are 
now seeking economic independence 
will voluntarily accept sweeping re- 
strictions on their right to control 
foreign investments? I am confident 
that the men of great learning and 
wisdom gathered here from all parts 
of the world will not choose to ig- 
nore the lessons of the great political 
upheavals of recent years.” 

The Indonesia delegates at the 
New York conference pointed out 


that “many of these newly inde- - 


pendent nations have been heavily 
burdened with concessions and other 
acquired rights of aliens—mostly na- 
tionals of their colonial 
rulers,” and asked, “Would it then 
be justice to restrict the freedom of 


former 


these peoples to nationalize by im- 
posing on them too much the prin- 
ciple of acquired rights?” 
Underlying the disputes between 
the newly independent nations which 
advocate change and the older na- 
tions which seek to preserve the 
status quo is the uneven respect ac- 
corded the principle of sovereignty. 
If each state recognizes the laws and 
legal system of another nation, then 
it must also recognize foreign laws 
concerning nationalization, includ- 
ing the extraterritorial effect of the 
foreign law of nationalization. 
Diplomats and scholars of interna- 
tional law have recognized the tidal 
waves that are in motion in all the 


seas of the world. We, in our Hemi- 
sphere, too, must recognize that just 
as there may be no sanctity to the 
doctrine of pacta sunt servanda, so 
also may the Monroe Doctrine have 
ceased to function as the all-embrac- 
ing mantle of protection for the na- 
tions of this Hemisphere. 

The history of our country’s rela- 
tions with Cuba makes it difficult to 
recognize the change that has taken 
place in that country. The mainte- 
nance of peace in our own Hemi- 


sphere, and in the entire world, de- 


mands that we recognize the enor- 
mity of the change in Cuba and 
learn to live with it. 


Spotlight 
(Continued from page 4) 
to Portugal, to Brazil, to the rest of 
the world if Henry the Navigator 
and others who shared his deter- 
mination to explore the unknown 
had turned their backs on discovery 
for fear it might spell change? In the 
impressive Monumento dos Desco- 
brimentos (Monument of Discov- 
eries) unveiled on August 9 in Lis- 
bon, on the shoré$ of the Tagus, by 
Kubitschek, Prince Henry stands on 
the symbolic prow of a white ship 
looking far out to sea, to the new 
horizons of Africa, Asia, the Ameri- 
cas; and behind him press the people 
of his times—the painter and the 
chronicler, the craftsman and the 
peasant, the knight, the king and 


queen—all moving toward the fu- 
ture. Is it too much to expect the 
countries of Europe—Portugal and 
Spain—which accepted the dissolu- 
tion of their vast empires in the New 
World and which find friends in 
their former subjects, eventually to 
join in creating the newest relation- 
ship now being forged, a relationship 
of freedom and equality with the 
nonwhite Afro-Asian peoples? 

This relationship has already been 
accepted by Britain and France. It is 
being accepted, under circumstances 
fraught with great pain, by Belgium 
in the Congo. Henry the Navigator 
discovered “new roads of the sea.” 
Today we are all joined in the task of 
discovering new roads of human re- 
lations in the world community. 

Vera Micnetes Dean 


Gardner 


(Continued from page 2) 

yet appreciated, our foreign policy is 
virtually a summation of all our 
policy ... 
fense policy, economic policy, agri- 
cultural policy .. . and vice versa.” 

Whichever party has the responsi- 
bility for shaping United States for- 


merely one aspect of de- 


eign economic policy in the next four 
years, it will have to face up to the 
implications of this fact. 


Richard N. Gardner, professor of law at 
Columbia University, is a member of the 
FPA-Center Board of Directors and author 
of New Directions in U.S. Foreign Eco- 
nomic Policy (FPA-Center, Headline Series 
No. 133, January-February, 1959). 
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